Attachment A

Summary of Governor G lnore’ s Proposed Amendnents to the
Fi scal Year 2002 Direct Aid to Public Education Budget

Updat e Average Daily Menbership (ADM - Projections of

di vi si on unadj usted and adj usted average daily nmenbership
(ADM) for fiscal year 2002 are revised based on actua

Sept enber 30, 2001, fall nenbership. On a statew de basis
these revised projections are a decrease in unadjusted ADM of
1,959 students fromthe projections on which fiscal year 2002
entitlements are currently based (as comruni cated in

Adm ni strative Superintendent’s Menorandum Nunber 25, dated
May 25, 2001). The ADM based entitlenents for fiscal year
2002 are reconputed based on these revised projections.

Update Fall Menbership and ot her Program Enrol |l nments - Fiscal
year 2002 Direct Aid entitlenments that are based on fal
menbership or programenrollnments (i.e., ESL student counts)
are revised based on actual 2001 fall nenbership or actua
programenrol I nents received to date. (Note: revisions to
the K-3 Class Size Reduction Program have not been
recal cul ated as of the date of this nmenorandum.

Update Sal es Tax Projections - The Governor’s anmendnents
reflect the nost recent estimate of the one percent sales tax
revenue dedicated to public education for fiscal year 2002.
The Departnent of Taxation’ s |latest estimate of the one
percent sales tax revenue is $770.3 million for fiscal year
2002. This revised sales tax estimate is approximately $64.2
mllion lower than the estimate of $834.5 contained in the
current 2000- 2002 appropriation act (Chapter 1073). As
required by the Basic Ald funding fornmula, Basic Aid paynents
have been increased to offset a portion of the reduced sal es
tax revenues. The anobunt of the offset is determ ned by each
di vision’s conposite index of ability-to-pay. The state share
of Basic Aid for fiscal year 2002 increases approximately
$35.9 million due to the revised sales tax estimate.

Update Virginia Retirenent System (VRS) Enpl oyer Contribution
Rates for Instructional Positions - The Virginia Retirenent
System (VRS) enpl oyer contribution rate for instructional
positions in fiscal year 2002 is reduced from 4. 24 percent
(This rate was communi cated in Adm nistrative Superintendent’s
Menor andum Nunber 25, dated May 25, 2001.) to 3.6 percent.
This revised rate i s based on the updated June 30, 2001,
actuarial valuation of VRS assets and liabilities. This
action reduces state funding in fiscal year 2002 by
approximately $10.8 million across all affected accounts. The
prevailing VRS rate for non-instructional positions for fiscal
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year 2002 is maintained at 4.83 percent. No information is
avai lable at this time regarding how the Virginia Retirenent
Systemw || inplenent the proposed rate reduction for fiscal
year 2002.

Update Lottery Profits Forecast - The revised forecast for
Lottery profits for fiscal year 2002 is $355.3 nillion, which
is approximately $45.0 mllion higher than originally
projected for fiscal year 2002 in Chapter 1073. O the

addi tional amount, $32.3 million is fromactual Lottery
profits that exceeded the official estimate for fiscal years
2000 and 2001. The remai ning portion of the increase is due
to the revised Lottery profits forecast for fiscal year 2002
revenues. Lottery profits are expected to increase by
approximately $12.7 mllion above the amount projected in
Chapter 1073. The new projection for fiscal year 2002 is
$323.0 mllion.

The base per pupil anount for the local Lottery distribution
in fiscal year 2002 changes from $192. 90 per pupil in adjusted
ADM (as comuni cated in Admi nistrative Superintendent’s

Menmor andum Nunber 25) to $195.53 per pupil in adjusted ADM
This change in the per pupil anobunt is due to revisions in
projected ADM The additional fiscal year 2002 Lottery
profits (fromfiscal years 2000 and 2001 bal ances and the
revised fiscal year 2002 revenue estimate) wll be distributed
based on the state share of $28.36 per pupil in adjusted ADM

School divisions’ allocations for Lottery Hold Harm ess
paynments will be reduced by any amounts received fromthe
additional Lottery profits. This action reduces Lottery Hold
Harm ess distributions for fiscal year 2002 by approxi mately
$4.7 mllion. The proposed change in fiscal year 2002 | ocal
|ottery distributions due to the additional Lottery proceeds
and the Lottery Hold Harm ess offset is a net increase in
state funding of approximately $13.3 nmillion.

K-3 Primary Cl ass Size Reduction Program - For the purpose of
this menorandum the entitlenents for the K-3 program
contained in Attachnent B are those that were comunicated to
you in Adm nistrative Superintendent’s Menorandum Nunber 25,
dated May 25, 2001. Revised entitlenents for the K-3 Primary
Cl ass Size Reduction programfor fiscal year 2002 are in the
process of being calculated by the Departnent of Educati on.
These revised entitlenents will reflect actual Septenber 30,
2001, fall nenbership, approved participation |levels for each
school in the program and the proposed 3.6 percent VRS

enpl oyer contribution rate. A superintendent’s nmenorandum
wll be issued in January 2002 with details regarding the
fiscal year 2002 paynents for this program
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Use Literary Fund Revenues for VRS Retirenment Paynents - The
Governor’s anendments use $57.0 million in Literary Fund
monies in lieu of general fund support for VRS retirenent in
fiscal year 2002. This action only affects the source of
funding for this paynent and will not affect divisions’

all ocations for the VRS retirenent account in fiscal year
2002; however, the use of Literary Fund revenues for VRS
retirement reduces the amount of revenues that will be

avail able for Literary Fund | oans.

Update SOL Al gebra Readi ness Program - The fiscal year 2002
distribution for the SOL Al gebra Readi ness programis updated
based on Spring 2001 Standards of Learning (SCOL) test scores.
This action results in a reduction of state funding in fiscal
year 2002.

Update Early Reading Intervention Program- As required by the
current appropriation act, the estimted nunber of students
eligible for the Early Reading Intervention programin fiscal
year 2002 is recal cul ated based on di agnostic data fromthe
Phonol ogi cal Awareness & Literacy Screening (PALS). Prior
year PALS data (from Fall 2000) reported by school divisions
is used as the neasure in determning the estinmated nunber of
students. \Were a division did not report Fall 2000 PALS data
for grades kindergarten, one, two, or three, free |lunch
eligibility data was maintained to calculate the estinmated
nunmber of eligible students.



